
by WALTHER LEDERER 

The Balance of Payments in 1963 

X H E outstanding development in our 
foreign transactions during 1963 was 
the sharp decline in the adverse balance 
from the first to the second half of the 
year. For the year as a whole, the im
provement from the preceding year was 
considerably smaller. The changes are 
most evident in the balances on the 
"regular" types of transactions, includ
ing goods and services. Government 
grants and capital flows, movements of 
U.S. private capital and private foreign 
in^'^estments (other than changes in 
liquid assets) in the United States. 
After adjustment for seasonal varia
tions, the balance on these transactions 
shifted from about $2,300 million in the 
first half of 1963 to $1,000 million in the 
second half (revised from the prelimi
nary release). The total for the year 
was $3,300 million, as compared with 
$3,570 million in 1962, $3,040 million in 
19.61, and between $3,500 and $4,200 
million during the years 1958 to 1960 
(table 1, line A13). 

Special transactions 

If "special" Government transactions 
are added to the regular types of trans
actions, the improvement in the balance 
from the first to the second half of 1963 
is also evident, although the quarter-to-
quarter changes are affected bj'̂  the 
large changes that occurred in "special" 
transactions. If sales of noninarket-
able medium-term Government securi
ties which are convertible by the foreign 
holders into cash at short notice—first 
issued in 1963—are included with liquid 
liabilities, the seasonally adjusted bal
ance changed from about $2,170 milhon 
in the first half to about $490 million in 
the second half of 1963 (table 1, line 
C l ) . If these securities are considered 
a medium-term capital inflow (although 
of the "special" type) the balance 
shifted from $1,670 million to $290 
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miUion (table 1, line 02) . The annual 
balance under the fh'st classification 
of these securities was $2,660 mfllion, 
and under the second, $1,960 milhon. 
The balance on "regular" plus "special" 
types of transactions in 1962 was about 
$2,190 million and in 1961 $2,370 
million. 

In addition to the sale of nonmarket-
able medium-term securities, the special 
transactions include advances by foreign 
governments in excess of deliveries on 
military contracts, and repayments of 
foreign debts to the U.S. Government 
in advance of contractual schedules. 
Advances by foreign countries on mili
tary contracts exceeded deliveries dur
ing 1963 by $360 million with most of 
the dift'erence accruing in the second 
half of tlie year. Data on deliveries in 
that period are still preliminary how
ever, mainly with respect to timing 
between the third and fourth quarters. 
For the year 1963 as a whole receipts 
from net advances were about $110 
million less than in 1962. (Table 1, 
Ime B2.) 

Repaj'^ments on foreign loans in 
advance of contractual schedules were 
relatively large in the third quarter 
when France and the Netherlands made 
large payments. The figures in the 
other quartei's represent mainly sales by 
the Export-Import Bank of foreign 
notes prior to their maturity. For the 
year 1963 as a whole nonscheduled 
receipts were $325 million, compared 
with $666 milhon in 1962. (Table 1, 
line Bl and table 5, line 41.) 

Except for the sale of nonmarketable 
medium-term convertible securities, 
which amounted to $702 million during 
1963 (with $502 million in the first half 
of the year and $200 million in the 
second), net receipts from special trans
actions in 1963 were $640 million, com
pared with about $1,380 milhon in 1962. 

While these receipts improved the 
balance as measured by changes in 
monetary reserves and liquid liabilities, 
the decline from 1962 to 1963 demon
strates the advisability of separating 
these transactions from the other or 
"regular" types in analyzing develop
ments affecting the balance of 
payments. 

Clianges in reserves 

A major change in 1963 affecting our 
international financial position stemmed 
from the fact that foreign countries kept 
much more of their net receipts from 
transactions with the United States in 
liquid dollar assets. Accordingly, U.S. 
reserve assets, including the gold 
tranche in the I M F (which measures 
our nearly automatic drawing right) 
declined substantially less than in 1962. 
The total decline in reserve assets 
during 1963 was $378 milhon, compared 
with $1,533 million in 1962, and going 
back 4 years, between a low of $600 
milhon in 1961 and a high of $2,275 
milhon in 1958. The decline during 
1963 in gold holdings alone was $461 
million, by far the smallest amount 
since 1957. 

The reduction in foreign purchases 
of U.S. gold can in part be attributed to 
strengthened cooperation between the 
monetary authorities of the principal 
countries involved in international fi
nancial transactions. This cooperation 
since 1961 has gradually become more 
eft'ective in dampening the impact of 
various advei-se political and economic 
developments on international gold and 
capital markets. Larger sales of gold 
in 1963 by the Soviet Union to finance 
increased purchases of foodstuffs by the 
Soviet bloc countries were another 
factor reducing foreign demand for U.S. 
gold. The total amount of gold added 
to foreign reserves from sources outside 
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the United States, which include Soviet 
sales as well as new gold production less 
private purchases in the free world is 
estimated to have been about $930 
million in 1963, as compared with less 
than $400 million in 1962 and $740 
million in 1961. (See table 5, Memo
randum item III.) 

The rise in foreign holdings of liquid 
dollar assets in 1963 was about $1,580 
million. In addition to this foreign 
central banks purchased the $700 mil
lion of nonmarketable, medium-term 
convertible U.S. Government securities. 
In 1962 the total rise in foreign holdings 
of liquid dollar assets was about $650 
million. The rise in 1963 is believed to 
have been accentuated by the accumula
tions of dollar proceeds from gold sales 
by Soviet bloc authorities in private 
foreign banks, in anticipation of dollar 
payments for increased imports of 
foodstuft's. 

An important development in 1963 
was the substantial gains in gold and 
doUar holdings of several of the less 
developed countries. As a group these 
countries accounted for more than $1 
billion of the total foreign gain in liquid 
dollar assets and gold purchases from 
the United States, while the developed 
countries accounted for about $1.6 bil
lion (including the $700 million of non-
marketable medium-term convertible 
securities). In 1962, the less developed 
countries as a group had only a minor 
increase in reserves. 

Among these countries, major in
creases in dollar and gold holdings were 
registered by Argentina, Mexico, Ven
ezuela, and Spain. 

Major changes in foreign transac
tions 

The major changes in the "regular" 
types of international transactions are 
shown in the following tabulation. 

Among the changes from 1962 to 
1963 the following appear most signi
ficant: 

(1) The $1.4 billion rise in mer
chandise exports considerably exceeded 
the $800 million rise in imports. About 
$400 million of the rise in exports and, 
therefore, in the trade balance was 
directly financed by Government grants 
and capital outflows, and in this period 
at least did not contribute to dollar 
receipts from abroad. (To the extent 
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Major Changes in International Transac
tions Seasonally Adjusted 

[Millions of dollnrsj 

(.+ indicates clianges resulting in an improvement of tho 
balance of payments) 

Merchandise exports 
Merchandise imports 

Balance 

Income on investments: 
Receipts 
Payments 

Balance 

Military expenditures 
and sales (not) 

Travel (net) 

Government grants and 
capital outflows 

Of which direct dollar 
outflows 

Domestic and foreign pri
vate capital excluding 
foreign iioldlngs of 
liquid dollar assets 

Unrecorded transactions.. 

Total transactions listed 
above 

Other transactions 

Clianges in bniance on 
"regular" transactions. 

1001-02 

-1-600 
-1,048 
-1,082 

-f478 
-113 
-)-305 

-H04 

-137 

-225 

(-(-40) 

4-380 

-120 

-040 
-t-UO 

1002-03 

First to 
second 

lialf 
1903 

+1,423 
-817 
-t-OOO 

4-243 
- 2 0 1 
+42 

-1-12(1 

- 1 4 0 

- 2 6 1 

(+m) 

-672 

-1-630 

-(-320 
- 6 7 

+•272 

Tliird 
to 

fourth 
(luarter 

1003 

-(-804 
-570 
4-324 

4-16 
-00 
-51 

-70 

-52 

4-284 

(4-131) 

4-1,168 

-407 

4-1,120 
4-100 

4-1,206 

4-280 
4-18 

4-208 

4-54 
-13 
4-41 

4-73 

4-1 

-104 

(-12) 

-500 

4-201 

4-10 
- 0 1 

that exports are financed by dollar 
loans, principal and interest will be 
received in subsequent periods, while 
some of the loan repayments received 
in the current period may be consid
ered payments for exports in earlier 
periods.) 

(2) A reduction was achieved in 
military e.xpenditures. 

(3) Net income on foreign invest
ment increased as it did in most of the 
postwar years, but only by $40 million 
as compared with $365 million in 1962 
and $680 million in 1961. 

(4) Net outflows of private capital 
rose by about $570 million. A part of 
that rise may have been associated, 
however, with the rise in exports, 
although data to measure the relation
ship between exports and private capi
tal flows are not available. 

(5) Government grants and capital 
outflows rose by $250 million, but 
goods and services supplied under these 
programs from the United States and 
other expenditures in the United States 
rose by about $440 million so that 
direct doUar outflows were about $190 
million less than in 1962. 

(6) The balance on unrecorded trans
actions (and errors in the estimates) 

continued to be on the debit side 
during the year as a whole, but it was 
about $530 million less than in 1962. 
The decline may be due, in part, to 
better coverage in 1963 of the figures 
on capital flows and in part to a de
cline in capital movements, both long-
and short-term, which usuaUy fail to 
be recorded. I t would be incorrect, 
however, to assume that errors and 
omissions are limited to the data on 
capital flows. 

The major factor in the improve
ment of the balance from the first to 
the second half of 1963 was the decline 
in capital outflows. The changes from 
the third to the foiu-th quarter were 
largely ofl'setting. The rise in net 
credits on goods and services was 
ofl'set by a rise in net debits on pri
vate capital outflows. Government 
grants and cai^ital movements, while 
net debits on unrecorded transactions 
declined. 

Merchandise trade 

The rise in U.S. e.xports of agricul
tural goods from 1962 to 1963 accounted 
for about $560 million of the $1.4 
bUlion increase in merchandise e.xports 
(excluding goods sold and transferred 
under military programs). Starting 
in the second quarter and accelerating 
later in the year, it comprised about 
$220 million, or one-fourth of the 
increase in total exports from the 
first to the second half of 1963, and for 
about $175 million, or nearly two-
thirds, of the rise from the tliird to 
the fourth quarter. Wheat and other 
grains accounted for about $235 million 
of the $560 million rise over the previous 
year in all agricultural products. All 
of that increase occurred in the second 
half of the year. 

Adverse weather conditions leading 
to short crops in large parts of Europe 
and Asia contributed to the increase in 
foreign imports. A part of these im
ports were obtained from the United 
States. When these imports were ob
tained from other countries, such as 
Oanada, Australia, and Argentina, their 
higher earnings enabled them to in
crease their imports, some of which 
have already or may in the future come 
from the United States. 

Weather conditions abroad provide 
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T a l d c 1 .—.Vna lys i s o f U . S . B a l a n c e o f P a y m e n t s , S e a s o n a l l y A d j u s t e d , E x c l u d i n g M i l i t a r y 
G r a n t Aid 

[Millions of dollars] 

Calendar year 

1002 1CC3 III IV I ' 

Transacilons other than changes in olTicial 
monetary assets and in liquid liabiiilics 
(including nonmarlictnblc, medium-
term CDnvcrtibIc Govcrnmcnl secu
rities) 

U.S. PAYMENTS (DEBITS) RE
CORDED 

1. Imports of poods and services 
2. Merchandise , 
3. Military expenditures , 
4. Other services , 
6. Remittances and pensions 

0. Government grants and capital out
flows 

(Tratisnciinns Inrolring no direct 
dolhr outflows from tlie United 
States) 

(DoJlar payments to foreign cnvn-
tries and international institu
tions) 

0. U.S. private capital... 
10. Direct investments.. 
11. Lonp-tenn portfolio. 
12. Short-tcrra 

n . V.S. KECEIPTS (CnEDITS) RE
CORDED 

3. 

4. 
5. 

e. 

1. Exports of goods and services 
2. Merchandise 

(Financed liy Ocrernment grants 
and capital) 

Military sales" 
Income on Investments, private.. 
Income on investments, Qovorn-

nicnt , 
7. Other services 
8. Repayments on U.S. Oovernment 

loans, sehedulod 
9. Repayments and sclloffs, nonsched

uled 
10. Foreign private capital other tlian 

liquid funds 
11. Government liabilities 

SELECTED BALANCES (NET 
CREDITS + , DEBITS - ) 

Regular 1)1)08 of transactions, scason-
ttlly adjusted: 

1. Merchandise trade, excluding mili
tary 

2. Military sales and expenditures— 
3. Incomes on investments 
i. Other .services 
6. Goods and services 
C. (ExcludinB exports of goods and 

services financed by Government 
grants and capital outflows) 

7. Remittances and pensions. 
8. Government grants and capital 

outflows, loss changes In asscci-
alcd iiahilities, less scheduled 
loan repayments 

Domestic and foreign private 
capital: 

9. Direct and long-term portfolio... 
10. Short-term 
11. Miscellaneous Government non-

liquid iiahilities 
12. Errors and unrecorded transaotions. 
13. Balance on regular types of trans

actions (seasonally adjusted) 
14. Less: Net seasonal adjustments 
16. Balance on regular types of trans

actions before ndjustnicnt... 

.Special Government (rnnsactiona (not 
seasonally adjusted). 

1. Non-scliedulod receipts on Govern
ment loans -

2. Advances on military exports 
Sales of non-marketable, medium-

term, non-convertH)io securi
ties: 

3. Dollar securities 
4. Foreign currency securities 

Sales of non-marke(al)Ie, medium-
term, convertible securities: 

B. Dollar securities 
0. Foreign currency securities 

. 1. Balance A-l-B cxcludingnetreccipts 
from sales of non-marketable, mc-
dium-lcrm, convertible Government 
securities (including seasonal ad-

• Justmcnt of items in A). 
la. Excluding seasonal adjustment 

(equals line 62, table 5) 

See footnotes a t end of table. 

33,254 

24, 001 
10,146 

3,028 
S, 79] 

730 

4,281 

3,21t 

1,070 

3,273 
1,567 
1,200 

507 

32,093 

20, 700 
20,470 

e,S45 
000 

3,850 

472 
4,230 

017 

000 

U5 
806 

4,334 
- 2 , 3 0 8 

3,327 
- 4 0 7 
4,820 

1,043 
- 7 3 0 

35,514 

20,118 
10,002 
2,880 
0,270 

812 

4,632 

s,om 

882 

4,082 
1,700 
1,041 

042 

33,370 

31,003 
21, 902 

S,733 
032 

4,007 

408 
4,604 

040 

325 

302 
410 

4,040 
- 2 , 2 4 8 

3,300 
- 6 7 0 
6,485 

2,149 
- 8 1 2 

-3 . .517 

-2,405 
- 0 2 3 

- 3 
-1,026 

-3,573 

- 3 , .WS 

000 
470 

251 

-2,186 

-2,180 

•3, 780 

-3.063 
- 0 3 7 

(') 
- 4 0 5 

-3,301 

-3,301 

326 
360 

160 
652 

-2,060 

-2, COO 

8,240 

0.119 
3,012 

754 
1, 423 

191 

1,076 

SOS 

2G0 

801 
100 
3.')7 
305 

7,200 
5,022 

ees 
113 
904 

100 
1,068 

166 

172 
166 

1,080 
- 0 4 1 

773 
- 1 2 5 
1,087 

348 
-191 

-907 

-301 
-328 

(') 

-727 
•113 

142 

- 5 8 5 

- 4 7 2 

8,310 

0,222 
4,030 

748 
1,444 

182 

1,078 

830 

S48 

834 
.TOO 
320 
- 1 

7,901 

7,010 
5,202 

in 
190 
040 

144 
1,074 

184 

53 

15 
30 

1,232 
- 5 6 8 

839 
- 1 2 5 
1,38S 

080 
-182 

-860 

-70O 
- 6 0 

- 5 0 3 
- 1 2 0 

-374 

63 

8,214 

0,282 
4,127 

732 
1,423 

176 

1,C46 

- 4 5 2 

- 3 2 3 

141 

711 
350 
188 
104 

8,327 

7,660 
6,270 

68S 
141 
040 

105 
1,088 

130 

471 

3 
173 

1,143 
- 5 0 1 

800 
- 0 0 

1,208 

650 
-170 

-860 

- 5 5 7 
- 1 5 1 

1 
- 4 0 0 

-934 
H-337 

471 
107 

8,478 

0.341 
4,046 

704 
1,601 

187 

771 

-356 

-003 

311 

807 
403 
335 

30 

8,17? 

7,424 
4,925 

BBl 
210 

1,000 

114 
1,100 

148 

142 

- 3 6 
408 

870 
- 6 7 8 

000 
- 1 2 7 
1,083 

350 
- 1 8 7 

-010 

- 0 4 

- 1 
- 4 0 2 

-1,400 
- 0 5 

-1,314 

142 
223 

261 

-793 

8,463 

0,270 
4,014 

748 
1,508 

211 

1,063 

81S 

Bit 

020 
601 
512 

- 8 4 

7,715 

7,462 
6,010 

690 
181 

1,059 

123 
1,070 

151 

26 

- 2 7 
114 

000 
- 6 0 7 

004 
- 1 6 1 
1,182 

447 
- 2 1 1 

-871 

-1,022 
00 

(') 
- 1 3 5 

- 9 9 1 
- 1 8 1 

- 8 1 0 

125 
226 

- 8 8 3 

- 7 0 2 

I f I V » 

9,753 

0,453 
4,182 

725 
1,640 

211 

1,355 

1,088 

S07 

1,734 
488 
620 
620 

8,344 

7,003 
6,404 

817 
203 
060 

124 
1,113 

160 

34 

200 
- 1 6 

1,312 
- 6 2 2 

800 
- 1 4 0 
1,460 

437 
- 2 1 1 

-1,200 

- 0 0 5 
- 6 0 3 

1 
• f l21 

-1,307 
- 9 4 

-1,213 

34 
- 5 

' 1 9 
- 2 0 

162 

-1,288 

-1,194 

8,373 

0.004 
4,302 

708 
1,504 

105 

1,010 

sm 

181 

474 
209 
294 

- 2 0 

8,534 

7,921 
5, 659 

C4t 
" 9 2 
993 

125 
1,152 

178 

241 

136 
P68 

1,107 
p - o i o 

809 
- 1 3 3 
1,227 

404 
- 1 9 6 

- 7 8 0 

- 3 0 1 
S3 

2 
- 3 8 0 

- 4 7 0 
-f304 

- 8 4 0 

241 
••105 

- 4 6 
- 5 0 

26 
160 

- 2 2 5 

- 6 8 0 

8,955 

0,701 
4, 374 

009 
1,028 

105 

1,114 

9S1 

103 

945 
001 
216 
129 

8,786 

8,327 
6,839 

076 
150 

1,040 

120 
1,100 

104 

25 

17 
263 

1,406 
- 6 4 3 

860 
- 1 4 0 
1,020 

801 
- 1 9 6 

- 9 3 2 

- 7 3 5 
- 1 9 3 

- 3 
- 9 5 

- 5 2 7 
- 8 9 

- 4 3 8 

26 
230 

1-1 

- 2 6 4 

- 1 7 5 

onty a partial explanation of the rise in 
agricultural e.xports, including some of 
the increase in grain shipments. The 
expansion in cotton sales particularly 
in the fourth quarter of the year (which 
more than compensated for a decline 
during the first half of 1963) was due to 
changes in Government sales procedures 
which make it easier for U.S. exporters 
to compete in international markets. 
Increased sales of tobacco reflect largely 
a recovery from the preceding year, 
when sales were temporarily reduced. 
While sales of these products may not 
continue to rise as fast as they did in 
the latter part of 1963, the new level 
does not appear to be too high relative 
to the longer run export trend which 
may be anticipated. 

Agricultural exports also reflect the 
rising standard of living abroad, partic
ularly in the other industrialized coun
tries. A major part of the export rise 
to these countries was in dairy products, 
vegetable oils and oilseeds, and various 
animal feeds. __ 

About $150 million of the 1962-63 
rise in agricultural e.xports (from about 
$1,250 milhon to about $1,400 miUion) 
was financed by Government grants 
and capital. Such e.xports were rela
tively large in the first half of 1963 but 
fell off in the second half. During that 
period the rise in dollar sales was, there
fore, even larger than in total agricul
tural, exDor-ts ____—- _...__ 

" Dollar sales of agricultural products"^ 
in 1963 which were due to temporary 
conditions may be estimated roughly 
at about $100-$150 miUion. Most of 
these shipments occurred in the last, 
quarter of the year. 

About $150 milhon of the 1962-63 
export rise resulted from higher ship
ments of fuels, mostly coal. The rise 
in coal exports was accentuated by 
weather conditions and interruptions 
in coal production in Europe last spring, 
but is also due to a reduction in import 
restrictions as European requirements 
rose relative to production and inven
tories rapidly declined. U.S. coal is 
competitive in European markets pro
vided low cost transportation facilities 
are available. To a large extent U.S. 
coal is used there in steel production. 
Coal exports did not continue to rise 
after the middle of 1963, but the gains 
achieved by that time were maintained. 
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Exports of non agricultural materials 
and of finished manufactures, with the 
exception of commercial aircraft and 
"special category" goods (largely mili
tary and electronic equipment), rose 
in response to the acceleration in busi
ness activity in the other industrialized 
countries, although domestic demand, 
which competes with foreign demand 
for our industrial output, also increased. 
Exports to Western Europe and Japan 
appear to have increased somewhat 
more than one would expect on the 
basis of past relationships. In the 
case of Europe, the additional exports 
appear to have been—in part at l e a s t ^ 
consumer goods. Such e.xports rose 
over 1962 by about $60 million, as com
pared with the previous year's rise of 
$10 milhon. Nevertheless, they con
tinued to comprise onty a rather small 
percentage of total exports to that area, 
and remained a rather insignificant 
part of the rapidly rising consumer 
demand abroad. 

The major part of the rise in exports 
to Western Europe, most of which was 
presumably associated with the rise in 
production in that area, was in various 
industrial materials, and in machinery. 

Exports to Japan also expanded 
earlier and initially faster than may 
have been expected on the basis of past 
reliitionships, but this relative advance 
narrowed again toward the end of 1963 
as production in Japan accelerated. 

Directly and indirectly the major 
turns in export to Japan also appear to 
be influenced by major changes in 
Japanese reserves. Downturns in re
serves have in the past resulted in 

^ restrictions on imports and slowdowns 
in output, while growing reserves have 
facilitated relaxations of import restric
tions and accelerations in economic 

; activity. 
' i A major factor in the export rise, 
^1 particularly in the second half of the 

j year, were expanding purchases by 
i Canada. This increase may reflect the 
'; effects of the elimination of special 
> import restrictions imposed during the 

•̂  ' Caiiiidian exchange crisis in the middle 
of 1962 as well as the rise in Canadian 
business activity, and the increased 
incomes derived from the rise in sales of 
agricultural products. 

Substantial increases in exports to 
Australia and South Africa were iilso 

Table 1.—Analysis of U.S. Balnncc of Payments , Seasonally .4i1justc(], Excluding Military 
Grant Aid—Con t inned 

[Millions of dollars] 

h 

M 

•i-) 

2. Balance A-f B including net re
ceipts from sales of non-market
able, medium-term, convcrtiiilc 
Government securities (includ
ing seasonal adjustment ol^itcms 
in A) 

2a. Excluding seasonal adjustment 
(equals line 52a, tabic 6) 

D . Increase in siiort-term oflicial and 
banking liabilities and in foreign 
Iioidings of marketable U.S . Gov-
crimicnt bonds and notes (decrease 

1. Foreign private lioiders including 
banks and international and re
gional organizations (excluding 
I M F ) 

2. Foreign ofllelal lioiders 

E. Decrease in U.S. monetary reserve as -

1. I M F position 
2. Convertlblo currencies 
3. Gold 

Calendar year 

1902 

- 2 , ISO 

- 2 , ISO 

653 

200 
453 

I, an 
020 

17 
800 

1903 

- 1 , 9 5 8 

- 1 , 9 6 8 

1,680 

003 
077 

378 
30 

- 1 1 3 
401 

1002 

I 

- 5 8 5 

- 4 7 2 

46 

000 
- 0 5 3 

426 
237 

- 1 1 4 
303 

II 

- 4 5 2 

- 3 2 3 

486 

24 
402 

- 1 0 3 
44 

-324 
117 

III 

- 3 5 6 

- 0 0 3 

- 1 8 8 

-4,68 
270 

881 
331 
104 
440 

I V 

- 7 9 3 

- 0 0 8 

309 

- 0 5 
374 

389 
14 

351 
24 

1003 

I ' 

- 6 3 3 

- 3 5 2 

320 

304 
- 7 4 

32 
- 4 0 
- 3 3 

111 

I I •• 

- 1 , 1 3 6 

- 1 , 0 4 2 

918 

142 
770 

124 
2 
0 

110 

I I I ' 

- 5 0 

- 4 1 4 

187 

38 
140 

227 
'59 

- 2 S 
100 

I V . . 

- 2 3 9 

- 1 5 0 

20 
120 

15 

33 

i 

' Revised. " Preliminary. ' Less than .$600,000. 
' Certificates sold abroad by Export-Import Bank. 

achieved, reflecting increases in the re
ceipts of these countries from higlier 
imports and investments by the United 
States and other industrialized coun
tries. Shipments to the other countries 
in Asia, particularly India and Pakistan 
reflected higher Government aid, as well 
as higher returns on their exports. 

In contrast to the rising exports to 
other parts of the world, business with 
Latin America stagnated through most 
of the year but some acceleration oc
curred in the last quarter. The major 
increase at that time was to Venezuela 
but there was also a rise in sales to 
some of tlie mineral exporting countries, 
and—with the major e.xception of Bra
zil—to some of the coffee exporters. 
The recent strengthening in prices for 
their exports should provide a basis for 
a further expansion in their imports 
from the United States. 

Merchandise imports 

Although imports did not rise in the 
last quarter of 1963 the increase for the 
year as a whole was just o\^er 5 percent, 
not much less than the 5.4 percent rise 
in GNP. In past periods of expanding 
business activity imports frequently 
have risen somewhat more than do
mestic output. 

The largest relative rise in imports 
was in manufactured consumer goods, 
including automobiles. For the year as 

a whole it amounted to 11.5 percent, 
more than twice the rate of increase in 
all imports, and more than double the 
rate of rise in total consumer expendi
tures on goods other than food, gasoline 
and oil. Imports of capital equipment 
also moved up faster than total im
ports. Tliese two groups of inanufuc-
tured goods comprise more than 40 per
cent of the total import rise. 

A sharp rise occurred also in steel 
imports, which advanced by about $150 
miUion or 28 percent. Imports of other 
industrial materials and fuels rose only 
by 1.7 percent or less than one-tliird 
the rate at which domestic business 
activity expanded. 

Imports of foodstuft's, which are mucli 
less sensitive to fluctuations in domestic 
production and incomes, expanded 
mainly because of rising prices, par
ticularly for sugar. World coffee quo
tations started to rise about mid-
September 1963, but through the end 
of the year had relatively little effect 
on import values. The price rise 
accelerated sharply, however, during 
the first 2 montlis of 1964. Imports of 
cattle, meat products and fish, which 
totaled close to $1 billion, were only 
slightly higher than in 1962 and the 
upward trend in previous j'^ears wtis 
almost stopped. 

Among the countries which benefited 
most from the rise in imports were 

723-4S0°—C4-
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Japan and Hong Kong (with U.S. crease from Europe was only about 
imports rising by more than 10 percent), 4 percent, and from Latin America not 
Canada (6 percent), and Australia, and much over 2 percent, and most of that 
New Zealand (14 percent). The in- was in imports from Argentina. 

T a b l e 2 . — U . S . B a l a n c e o f P a y m e n t s b y M a j o r C o i n p o n e n t s , ' S e a s o n a l l y A d j u s t e d 

(Millions ot dollars] 

Calendar year 

1002 1963 

Goods and Services, Government Assistance 
and Long-Term Capital Accounts ' 

A.. 1. Nonmilitary meroiiandise exports 
2. Less tliose financed by Government 

grants and capital 
3. Merchandise exports, other than those 

financed by Government grants and 
caiMtal... 

4. Nonmilitary merchandise imports 

6. Balance on trade excluding exports 
financed liy Govcrnmcnigranlsand 
capital 

0. Nonmilitary service exiiorts. 

0. 

Less those financed by Qovornment 
grants and capital 

Service exports other than those fi
nanced Ijy Government grants and 
capital 

Nonmilitary service imports 

10. Balance on services other than tliosc 
rendered under Government grants 
and capital , 

11. Balance.. 

B. Other major transactions: 
1. Military cspendilures 
2. Military cash receipts 
3. Oovernment grants and capital— 

dollar paynieuts to foreign couutrlcs 
and international institutions 

4. Repaymenlson U.S. Govornmentloans, 
c.vcludlng fiuidings by mwv loans 

6. U.S. direct and long-term portfolio 
Investments abroad 

0. Foreicn direct and long-term portfolio 
investments In the United St:ites.... 

7. Remittances and pensions 
8. Changes In Government liabilities 3. . . 

9. Balance 

Balance on Goods and Services, 
Government Assistance and Long-
Term Capital Accounts 

Recorded U.S. private short-term 
enjjital outflow less foreign short-
term credits to the United States 
(excluding foreign liquid dollar 
holdings) — 

Unrecorded transactions 

Sales ot uonmarketabie, medium-
term, convertlblo Governnientsccu-
rities 

O. Balance C-f-D-(-E 

H, Balance C-l-D-f E-)-F 

Memorandum items: Hcconciliatiou with 
table 1 of Government grants and capital 
outflows: 

1. Government grants and capital out
flows, total— -
Loss: Expenditures on merchandise 

in the United States 
Expenditures on services in 

the United States 
Refunding of Government 

loans 
Government loans to repay 

private loans 
Military credits 
Increase In Oovernment liabil

ities associated with Gov
ernment grants and capital.. 

8. Equals: Dollar payments to foreign 
countries and International 
institutions under Govern
ment grants and capital 
(excluding changes in re
stricted accounts) -. 

2. 

4. 

0. 
7. 

20,479 

2,346 

18,134 
-10,145 

1,989 
8,051 

638 

S, 113 
- 6 , 791 

2,322 

4,311 

-3,028 
1,143 

-1,070 

1,182 

-2 ,700 

271 
- 7 3 0 

248 

-4,750 

- 4 4 5 

- 7 1 0 

-1,026 

-2,180 

-2,186 

4,281 

2,346 

538 

71 

93 
17 

1,070 

1002 

II III 

21,902 

2,733 

19,100 
-10,002 

2,207 
0,000 

003 

8,400 
-0,270 

2,190 

4,397 

- 2 , 8 8 0 
080 

70S 

-3,410 

38: 
—812 

- 4 3 

-5,892 

-1,495 

-070 

-405 

702 

-2,660 

-1,958 

4, .'.32 

2,733 

003 

105 

33 
22 

.1,022 

605 

4,427 
-3 ,912 

485 
2,071 

144 

1,027 
- 1 , 423 

604 

989 

- 7 5 4 
254 

- 2 0 0 

128 

- 5 5 0 

106 
-191 
(.V) 

- 1 , 1 9 3 

-204 

-351 

-2 

-S85 

- 5 8 5 

1,076 

595 

141 

25 

20 
3 

5,202 

674 

4, 
-4,030 

658 
2,158 

2,033 
-1 ,444 

589 

1,217 

-748 
189 

- 2 4 8 

211 

- 8 3 6 

0(1 
-182 

- 3 

-1,550 

-303 

-112 

- 3 7 

- 4 5 2 

- 4 5 2 

1,078 

574 

126 

10 

02 
9 

248 

6,270 

685 

4,686 
-4,127 

658 
2,139 

133 

2,000 
-1,423 

683 

1,141 

-732 
255 

- 2 4 1 

578 

- 5 4 ' 

- 1 0 
-170 

1 

269 

-150 

-400 

-366 

-356 

1,01 

686 

133 

18 

6 
- 2 

241 

4,026 

691 

4,334 
-4,040 

288 
2,283 

130 

2,147 
- 1 , 601 

646 

934 

-794 
446 

- 3 1 2 

205 

- 8 2 8 

20 
- 1 8 7 

250 

-1,141 

- 9 4 

- 4 0 2 

-793 

-793 

1,083 

601 

130 

12 

312 

6,010 

690 

4,420 
-4,014 

406 
2,201 

146 

2,110 
-1,508 

008 

1,014 

- 7 4 8 
201 

- 2 4 1 

12: 

-1,013 

- 9 
- 2 1 1 

03 

-1,828 

00 

-135 

360 

-883 

-533 

1,0.13 

590 

146 

43 

241 

5,404 

827 

4.007 
- 4 , 1 8 2 

485 
2,200 

180 

2,020 
-1,640 

474 

959 

- 7 2 6 
192 

-207 

163 

-1,108 

203 
-211 

- 9 

-1,772 

- 5 9 0 

121 

152 

-1,288 

-1,136 

1,366 

827 

180 

207 

I I I ' I V o 

6,6.60 

Oil 

4,018 
-4,302 

2,270 

122 

2,148 
- 1 , 604 

554 

1,080 

- 7 0 8 
Pl93 

- 1 8 1 

403 

- 5 0 3 

112 
- 1 0 5 

- 0 3 

- 9 7 2 

108 

53 

- 3 8 0 

175 

- 2 2 5 

- 6 0 

1,010 

041 

122 

16 

181 

076 

5,104 
- 4 , 3 7 4 

790 
2,332 

150 

2,182 
- 1 , 028 

564 

1,344 

-000 
391 

- 1 0 3 

116 

- 8 1 0 

81 
- 1 9 5 

- 4 

-1,320 

24 

- 1 9 3 

- 9 5 

25 

- 2 6 4 

- 2 3 9 

1,114 

076 

150 

74 

4 

18 

103 

1. Excludes military transfers under grants. (x) Less than $600,000. ' Revised. r Preliminary. 
2. Short-term capital movements between parent companies and their foreign afllllatcs are reported as part of direct 

Investment. 
3. Excludes liabilities associated witli military transactions, with Government assistance operations, and with sales of 

nonmarketable, medium-term, convertible Government securities. 

Military and services transactions 

A major improvement of the balance 
of payments was achieved through a 
reduction by about $150 million in 
defense expenditures abroad. Nearly 
half of that decline was due to lower 
payments for fissionable materials, as 
the bacldog on deliveries, contracted 
for in earlier years, gradually declined. 
The reduction in other expenditm-es is 
also significant, however, because it 
was achieved in spite of rapidlj^ rising 
costs abroad, particularly for services, 
and increased salaries for U.S. per
sonnel during the latter part of the 
year. 

Deliveries on foreign orders for mili
tary equipment, according to prelimi
nary figures, did not rise, however, 
although the backlog of orders con
tinued to expand. In the second half 
of 1963 advance payments by foreign 
countries for military equipment ex
ceeded deliveries by about $360 mil
lion. As these receipts change con
siderably from one quarter to the next, 
and the build-up of such liabilities 
cannot be expected to continue at the 
cmrent rate, they are entered in the 
analysis table (table 1, line B2) as 
special transaction. In table 2, how
ever, instead of deliveries and changes 
in liabilities cash receipts are shown 
(line B2). Total cash receipts in 1963 
were about $150 million less than in 
1962, and approximately offset the 
decline in cash expenditures. 

Travel exependitures continued to 
rise during the year. Receipts from 
abroad increased only by $20 million. 
The major reason that this rise was 
not larger was the decline in Canadian 
travel in the United States following 
the devaluation of the Canadian dollar 
in May 1962. Receipts from other 
countries increased by about $80 mil
lion or about one-sixth. 

Income on investments 

The balance on investment income, as 
was pointed out earlier, increased from 
1962 to 1963 only by about $40 milhon, 
the smallest amount since 1959. The 
decline in net receipts was the result 
of a slowdown in the rise in income on 
direct investments to hardly more than 
$100 million for the year as a whole 
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(and an actual decline during the latter 
part of the year) and a substantial 
acceleration in income payments. 

It is still true that the outflow of U.S. 
capital is mostly for long-term invest
ments, which yield more than we pay 
on the inflow of foreign funds, a large 
part of which are held in liquid assets. 
However, the rise in domestic interest 
rates on time deposits and Government 
securities has affected not only the new 
foreign funds flowing in subsequent to 
that rise, but also, rather promptly, 
payments on all such foreign assets 
held here. This rise was the major 
reason for the increase in payments of 
income on foreign investments. 

Receipts from all private U.S. invest
ments abroad advanced further to a 
new high of $4.1 billion in 1963, but 
the rate of growth was lower than in 
the past few years and receipts in the 
fourth quarter of 1963, according to 
preliminary data, were slightty less than 
in the corresponding quarter of the 
previous year. 

Income recei\^ed from direct foreign 
investments accounted for about three-
quarters of. the total. Partial data 
now available indicate that branch 
profits in 1963, derived mainly from 
the petroleum and mining industries, 
were growing at a steady rate, but that 
dividend distributions from manufac
turing and other affiliates did not 
increase in 1963 and may have dimin
ished. The failure of dividends from 
these subsidiaries to rise may suggest 
that a larger part of their earnings 
was reinvested abroad. Data to con
firm this are not yet available, however. 

The quarter-to-quarter changes in 
income on direct investments are 
frequently the result of the timing 
of dividends by a few large subsidiaries 
in continental Europe. If these were 
smoothed out, the di'op in the fourth 
quarter of 1963 from the fourth quarter 
of 1962 would be eliminated, but for 
the year as a whole there would still 
be a gain of only about 3 percent in 
total direct investment receipts, com
pared to about 10 percent in 1962. 

Income from U.S. holdings of foreign 
securities and from short- and medium-
term loans increased by about $100 
million in 1963, about the same as in 
1962. This gain is based largely on 

T a b l e 3 . — S h o r t - T e r m P r i 

Total sho r t - t e rm capital outflow 
( l lnc37, p . 20)1 

To ta l repor ted by U .S . b a n i a i 

M a j o r financial cen te r s , total 
Un i t ed K ingdom 
E E C and Switzerland 

B y t y p e : 
Commercial and financial 

c laims payali lo In dol lars- . 
Foreign currency deposits 

La t in American Republ ics 
Other 

B y typo ; 
Commercial a n d flnancial 

claims payable In do l la r s . . 
Foreign currency deposits 

Tota l repor ted by nonlinanciai con-

Majo r iinanciui cen te rs , total 

Claims payab le in dollars 
Foreign currency deposits and 

Otl icr countr ies , total 

Claims payable In dollars 
Foreign currency deposits and 

v a t e C a p i t a l , 1 9 6 2 a n d 1 9 6 3 , b y C o u n t r y a n d T y p e 

[Millions of dollars] 

C h a n g e s ' [decreases (—)] 

Calendar year 

1902 

507 

277 

- 3 1 
44 
10 

- 0 4 

37 

-OS 

308 
205 

81 
22 

302 

0 

260 

174 
17 
50 
98 

105 

09 

92 

79 

13 

- 3 0 

1903 

na 

700 

61 
8 

- 2 0 
79 

41 

20 

639 
300 
05 

148 

024 

15 

- 7 0 

- 1 3 9 
- 2 5 

12 
- 1 2 0 

na 

na 

69 

n a 

na 

n a 

I 

320 

171 

- 4 8 
- 2 2 
- 2 0 

3 

61 

- 0 0 

219 
261 
- 1 

- 3 1 

230 

- 1 1 

155 

127 
- 4 
51 
80 

112 

16 

28 

24 

4 

100 

II 

- 9 2 

- 9 9 

- 1 4 3 
- 8 

- 2 8 
- 1 0 7 

- 1 3 7 

- 0 

44 
- 2 0 

28 
30 

37 

7 

44 

17 
- 2 8 

20 
10 

25 

- 8 

27 

3 

24 

- 3 7 

2 

I I I 

73 

- 9 0 

16 
12 

- 3 
7 

31 

- 1 5 

- 1 0 6 
- 4 7 

-m 
- 0 

- 1 1 1 

5 

163 

145 
07 

- 2 3 
101 

03 

82 

18 

24 

- 0 

I V 

200 

295 

144 
02 
70 
3 

02 

62 

151 
21 

101 
20 

140 

5 

- 0 6 

- 1 1 5 
- 1 8 

6 
- 1 0 2 

- 0 6 

- 2 0 

19 

28 

- 9 

1 

1003 

I 

- 0 1 

- 7 8 

- 4 7 
- 2 4 
- 4 2 

10 

- 2 8 

- 1 0 

- 3 1 
11 

- 7 2 
30 

- 3 7 

6 

17 

- 1 0 
- 1 0 
(x> 

30 

20 

- 3 0 

27 

27 

(.X) 

I I 

531 

398 

207 
- 9 
100 
107 

102 

105 

191 
117 
38 
30 

191 

(X) 

121 

97 
6 
5 

87 

133 

- 3 0 

21 

5 

19 

12 

I l f 

- 1 2 7 

- 1 0 7 

- 1 7 5 
9 

- 8 4 
- 1 0 0 

- B l 

- 9 4 

68 
- 7 
89 

- 1 4 

00 

2 

- 2 0 

- 1 0 
22 

- 1 
- 3 1 

- 4 1 

31 

- 1 0 

- 1 1 

1 

I V P 

n a 

487 

76 
32 

- 0 
53 

48 

28 

411 
275 

40 
90 

404 

7 

- 1 8 8 

- 2 1 0 
- 0 

S 
- 2 1 8 

na 

n a 

28 

n a 

n a 

n a 

A m o u n t 
o u t 

s t a n d 
ing 

e n d of 
D e c e m 
ber 1003 

5,817 

1,253 
230 
410 
607 

807 

440 

4,564 
2,137 
1,680 

841 

4,475 

89 

2,087 

1,229 
210 
344 
009 

na 

85S 

na 

' Revised. 1 Pre l iminary . 
n a N o t avai lable. (x) Loss t han ,'8600,000. 
' Excludes Exchange Stabilization F u n d lioldings. 
' Changes adjusted for var ia t ions in coverage a n d tliorefore do n o t necessarily correspond to changes compu ted from re

por ted a m o u n t s ou t s tand ing . 
• Four t i i quar te r 1903 es t imated on tho basis of par t ia l p re l iminary repor t s ; a m o u n t ou t s t and ing a t t he end of 1003 esti

ma ted on the basis of figures for tho ond of September 1003 plus tlio pre l iminary da t a on m o v e m e n t s du r ing the last c(iiartev 
of 1003. 

Table 4.—Changes in Short-Term Oflicial Band anking Liabilities a n d in Foreign Hold ings 
of Marketable U.S. Government Bonds and Notes 

(Millions of dollars] 

Total (decrease - ) (line 50, p. 2 0 ) . . . 

By foreign holder : 

Foreign central banks and gov-
ernmonts , total 

As repor ted b y U .S . b a n k s 
Othe r 

Foreign commorolal banks 
In te rna t iona l and regional insli-

tu t lons (excluding I M F ) 
0 titer foreigners and undeter 

mined 

By type of liabilities: 

Deposits In U.S. banks 
U.S. Govornment obligations: 

Bills and certiflcates payable 
In dollars 

Bonds and notes (marketable). 
Nonmarketoble oortlflcatos 

payable in foreign currencies 
Other 

Bankers acceptances, commor
olal paper, time deposit cortifl-
cates and other liabilities 

Other banking liabilities pay
able In foreign currencies 

Calendar year 

1002 1003 

693 

463 
1,0.14 
-001 

-147 

213 

134 

- 0 0 

1,819 
- 7 2 8 

100 

- 9 

1,580 

977 
511 
460 

434 

—225 

304 

1,127 

-012 
071 

431 

11 

1062 

46 

-0,13 
-472 
-181 

442 

242 
-283 

20 
-116 

486 

402 
737 

-275 

209 

73 

0.10 
-214 

90 

- 7 

III 

-188 

270 
412 

- 1 4 2 

-214 

- 1 0 7 

- 1 3 7 

-038 

707 
- 1 9 2 

76 
- 1 1 5 

-87 

IV 

309 

374 
377 
- 3 

-132 

100 

- 4 2 

351 

151 
- 3 9 

-102 
-117 

74 

- 9 

1903 

320 

- 7 4 
-178 

104 

384 

- 0 4 

74 

423 

-422 
128 

191 

(X) 

II III 

918 

770 
.196 
181 

- 4 8 

115 

461 

212 
240 

-23 

187 

149 
19 

130 

- 3 0 

- 1 9 

93 

.10 

-1.13 
216 

-26 

I V •> 

120 
75 
51 

11 

- 0 4 

112 

197 

- 2 7 9 
88 

30 

121 

' Revised. v Pre l iminary . (.x) Less tlian $.100,000. 
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T a b l e 5 . — U n i t e d S t a t e s B a l a n c e o f P a y m e n t s b y A r e a — 

[Millions 

Type of transaction 
1902 

Year 

31,.129 
1,639 

29,790 

20,479 
1,749 

921 

1,476 
184 
000 

3,050 
800 
472 

21,964 
10,145 
2,056 
1,006 

430 
400 

3,028 

060 
330 

6,365 
4,826 

- 4 , 1 7 8 
-2 ,639 

- 4 0 1 

- 1 , 6 3 0 
- 1 , 0 0 3 

- 2 4 6 
- 4 , 3 6 8 
-.3,273 
-1,5,17 
- 1 . 0 7 0 

170 
-.15 

- 2 4 8 
- 5 0 7 

-1 ,095 
- 2 , 1 3 3 

017 

000 
- 2 4 6 

1,020 

132 
130 

- 1 1 0 

014 

251 

063 

1,533 

2,186 

2,186 

- 1 , 0 2 5 

2,514 

2,128 

380 

I I I 

7, .122 
218 

7,104 

4,888 
440 
280 

370 
40 

127 

010 
201 

01 
6,466 
3,060 

5i3 
737 

114 
143 
732 

161 
80 

856 
638 

-826 
- 6 0 8 
-117 

- 2 1 8 
- 4 3 4 
- 6 7 

- 4 9 6 
- 6 2 1 
-324 
- 1 3 3 

,18 
- 1 5 

- 3 4 
- 7 3 

25 
- 4 8 0 

115 

471 
- 7 5 

162 

0 
- 1 0 

13 

160 

- 1 8 8 

881 

693 

603 

- 3 8 9 

001 

081 

- 2 0 

I V 

8,185 
306 

7,880 

6,140 
441 
188 

393 
49 

200 

1,060 
213 
182 

6,312 
4,181 

477 
378 

108 
99 

704 

180 
80 

1,873 
1,568 

- 9 7 5 
- 6 7 0 
- 1 4 3 

- 3 0 5 
- 4 0 0 
- 0 1 

-1 ,359 
-1 ,083 

- 5 3 8 
-401 

34 
40 

33 
- 2 0 0 
- 2 7 6 
- 6 0 0 

213 

142 
20 

505 

8 
12 

- 5 5 

289 

251 

300 

389 

698 

698 

- 7 4 2 

877 

080 

107 

AM areas 

1903 

Year 

na 

31,603 

21,002 
1,848 

941 

1,611 
204 
032 

3,168 
909 
498 

26,118 
10,902 
2,164 
2,071 

434 
421 

2,880 

790 
400 
na 

5,485 

na 
-2 ,719 

- 5 4 8 

na 
-1 ,007 

-204 
- 6 , 7 3 3 
-4 ,082 
-1 ,709 
-1 ,294 

1.10 
43 

-,140 
- 0 4 2 

-1 ,061 
-2 ,184 

040 

325 
- 4 4 1 

802 

80 
301 

5 

453 

- 4 3 

702 

1,680 

378 

2,660 

1,958 

- 4 9 5 

3,623 

2,601 

032 

I 

7,651 
447 

7,204 

4,915 
410 
187 

372 
49 

104 

778 
210 
80 

6,919 
3,016 

408 
316 

103 
01 

748 

188 
91 

1,732 
1,286 

-1 .086 
- 6 3 9 
- 1 3 0 

- 4 4 7 
- 4 4 0 
- 0 0 

-1 ,436 
-974 
- 5 0 1 
-.100 

31 
- 4 8 

- 1 1 
01 

- 4 6 2 
- 6 0 3 

120 

25 
- 5 0 

73 

- 1 8 
0 

- 1 8 

37 

03 

360 

'320 

32 

702 

352 

15 

840 

087 

163 

I I 

8,777 
076 

8,102 

6,076 
408 
205 

373 
61 

241 

096 
220 
108 

6,553 
4,223 

696 
530 

107 
84 

725 

188 
05 

2,224 
1,519 

-1 .397 
- 7 2 2 
- 1 4 1 

- 0 7 5 
- 6 1 6 
- 0 0 

- 2 , ,199 
- 1 , 0 8 3 

- 4 0 8 
- 5 1 8 

.12 
- 0 4 

-124 
- 6 3 1 
- 7 1 0 
- 0 2 0 

131 

34 
- 2 0 1 

237 

30 
107 
03 

- 1 0 

- 1 0 

162 

'018 

124 

1.194 

1.042 

141 

1,350 

1,178 

172 

I I I ' 

7,680 
i'215 

7,465 

6,184 
490 
289 

373 
.10 

P78 

060 
227 
100 

6,955 
4,306 

680 
806 

114 
160 
708 

183 
104 
725 
610 

- 8 7 2 
- 6 5 7 
- 1 3 2 

" - 2 1 5 
- 4 0 2 
- 0 3 

- 3 1 6 
- 2 5 0 
-164 
- 1 8 4 

24 
60 

- 1 1 0 
127 

- 6 6 
- 4 3 8 

103 

241 
- 3 2 

180 

,10 
60 
24 

i'130 

- 0 5 

176 

187 

227 

589 

414 

- 3 0 0 

740 

674 

176 

IV p 

na 
na 

8,832 

0,008 
474 
200 

393 
64 

149 

1,020 
240 
192 

6,691 
4,619 

606 
416 

110 
90 

099 

237 
110 
na 

2,141 

na 
- 7 0 1 
- 1 4 6 

n a 
- 4 0 0 
- 0 0 

- 1 , 6 8 2 
- 1 , 1 7 5 

- 0 1 0 
- 8 0 

43 
00 

- 2 8 0 
- 2 0 0 
- 4 0 7 
-.103 

220 

26 
- 0 8 

312 

12 
00 

- 0 4 

200 

- 1 

26 

166 

- 5 

175 

ISO 

- 3 4 5 

584 

162 

432 

Western E u r o p e 

1002 

Year 

10.792 
020 

10,166 

7,100 
871 
104 

672 
.18 

639 

520 
183 
213 

8,830 
4,637 
1,130 

016 

264 
88 

1,000 

400 
191 

1,902 
1,336 

- 1 , 1 0 2 
- 4 7 6 
- 1 4 8 

- 0 2 0 
- 2 0 8 
- 1 2 0 
- 6 9 2 

- 1 , 2 5 8 
- 8 0 8 
- 1 9 5 

17 

- 8 0 
- 1 8 0 

660 
- 2 8 8 

232 

600 
50 

778 

02 
102 

- 1 1 6 

478 

261 

- 7 1 7 

1,127 

410 

410 

- 1 , 4 5 6 

493 

- 1 , 0 4 0 

1,630 

I I I 

2,476 
108 

2,308 

1,083 
225 

31 

130 
15 
04 

100 
45 
30 

2,229 
1,073 

310 
247 

03 
23 

308 

91 
48 

247 
139 

- 2 0 5 
- 9 7 
- 3 4 

- 1 0 8 
- 3 0 
- 2 7 
120 

- 3 0 9 
- 2 1 1 

- 1 6 
8 

- 0 

- 8 
- 7 7 
429 

- 5 9 
42 

471 
- 2 6 

125 

10 
- 3 8 
- 1 

148 

- 0 8 3 

500 

- 1 8 3 

- 1 8 3 

- 1 0 4 

- 3 3 4 

- 2 8 7 

- 4 7 

IV 

2,888 
144 

2,744 

1,784 
210 

24 

151 
14 

180 

217 
49 

109 
2,2,16 
1,203 

243 
103 

03 
26 

433 

117 
49 

652 
508 

- 2 5 7 
- 1 1 3 
- 4 2 

- 1 4 4 
- 4 0 
- 3 1 
- 4 4 

- 2 9 8 
- 1 6 0 

- 7 
4 

38 

- 3 4 
- 1 3 9 

254 
- 0 3 

111 

142 
04 

380 

- 8 
- 1 5 
- 4 3 

196 

261 

- 0 4 

183 

119 

119 

- 8 5 0 

266 

- 7 3 1 

080 

1003 

Year 

na 
n a 

10,676 

7,608 
804 
114 

003 
60 

617 

538 
200 
177 

9.181 
4,717 
1,260 

080 

200 
105 

1,483 

405 
221 
na 

1,495 

n a 
- 4 2 8 
- 1 4 6 

n a 
- 1 6 3 
- 1 2 0 

- 1 , 4 1 3 
- 1 , 6 9 5 

- 8 0 0 
- 2 7 2 

18 
3 

- 4 8 0 
- .18 
182 

- 3 0 4 
200 

277 

036 

H I 
100 
40 

338 

- 4 0 

577 

001 

287 

1.629 

948 

- 1 . 8 1 5 

2,062 

- 2 9 0 

2,342 

I I I ' 

2,517 
P l l 4 

2,403 

1, 739 
229 

33 

145 
14 

i'57 

101 
53 
32 

2,407 
1,100 

.148 
276 

00 
30 

361 

102 
56 

110 
- 4 

- 2 2 1 
- 1 1 0 
- 4 3 

••114 
- 3 0 
- 3 1 

100 
- 1 5 1 

- 9 0 
- 1 9 

3 
2 

- 8 2 
41 

291 
- 5 4 

00 

233 
0 

154 

08 
38 
28 

" l i s 

- 9 5 

176 

84 

129 

388 

213 

- 5 2 8 

442 

- 1 4 0 

682 

I V " 

na 
na 

2,974 

2,142 
213 

162 
14 

117 

161 
58 

101 
2,390 
1,317 

300 
116 

06 
27 

363 

147 
02 
na 

578 

nu 
- 1 0 9 
- 4 7 

n a 
- 3 0 
- 3 2 

- 3 7 0 
- 4 1 5 
- 1 8 8 
- 3 4 

6 
00 

- 2 4 3 
- 1 6 

49 
- 7 9 

89 

4 
31 

223 

11 
61 

- 4 3 

206 

- 1 

25 

34 

- 6 8 

- 9 

- 3 4 

- 3 1 3 

332 

- 3 2 2 

054 

Eas t e rn E u r o p e 

1902 

Yea r 

162 

162 

131 
14 

1') 

8 
(') 

0 
99 
70 
4 
7 

" 4 
1 

67 
67 

- 3 5 
- 3 5 
- 2 7 

- 6 
_ 2 

- 4 2 
3 

2 
1 

- 4 5 
- 2 

13 

- 8 0 

CO 

C) 
(') 
(') 

1 

1 

1 

9 

1 

10 

- 9 

I I I 

30 

30 

23 
4 

(•) 
2 

(•) 

1 
28 
21 

1 
6 

(') 
1 

(') 

2 
2 

- 9 
- 9 
- 7 

- 1 
- 1 
- 6 
- 4 

- 2 
- 2 
- 2 

w 
2 

- 4 

(') 

(') 

W 

(') 

(') 

(') 

13 

W 
13 

- 1 3 

I V 

25 

25 

18 
4 

2 
(') 

1 
26 
17 
1 

" 1 
1 

5 
5 

- 9 
- 9 
- 8 

- 1 
(') 

6 
6 

I 
6 

(') 
(') 
(') 

(') 
(') 

( 0 

(') 

4 

i 

4 

- 6 

4 

- 2 

0 

1963 

Yea r 

211 

211 

171 
19 

(•) 
11 

w 
10 
99 
81 
3 
8 

6 
1 

112 
112 

- 3 6 
- 3 6 
- 2 6 

- 7 
- 3 

- 6 7 
- 2 6 

- 1 7 
- 9 

- 3 1 

(•) 
14 

- 4 6 

(') 

(') 
(') 
(') 

11 

11 

11 

- 3 0 

11 

- 1 0 

30 

I I I ' 

40 

40 

27 
3 

3 
W 

7 
32 
23 

« 7 

2 

8 
8 

- 9 
- 9 
- 6 

- 2 
- 1 

9 
2 

2 
W 

3 

8 

- 5 

(') 

(') 

- 4 

- 4 

- 4 

- 4 

- 4 

0 

I V » 

69 

69 

,15 
10 

3 

(') 

(') 
1 

21 
10 
1 

1 

(') 
48 
48 

- 9 
- 9 
—7 

- 1 
- 1 

- 1 4 
- 1 5 

- 1 1 
- 4 

1 
(') 

1 

(') 
(') 

(') 

0 

6 

6 

- 3 1 

0 

- 2 5 

31 

Exports of goods and services 
Goods and services transferred under ndlitary 

grants, net. 
Goods and services excluding transfers 

under military grants. 
Merchandise, adjusted, excluding militarv... 
Transportation 
Travel 
Miscellaneous services: 

Private 
Oovernment, excluding military 

Military transactions 
Income on investments: 

Direct Investments 
Other private 
Government 

Imports of goods and services . 
Merchandise, adjusted, excluding military 
Transportation 

Travel 
Miscellaneous services: 

Private 
Government, excluding military 
Military expenditures 

Income on investments: 
Privato 
Government 

Balance on goods and services 
Excluding transfers under military grants 

Unilateral transfers, net (to foreign countries 

(-)) 
Excluding military transfers 
Private remittances 
Government: 

Military grants of goods and services 
Other grants 
Pensions and otiier transfers 

U.S. capital, net (increase in U.S. assets (—)) 
Private, net 

Direct investments, net 
New Issues of foreign securities 
Redemptions... 
Transactions in outstanding foreign securi

ties. 
Other long-term, net 
Short-term, net 

Government, net 
Long-term capital -
Repayments on U.S. Government loans, 

scheduled. 
Repayments and sclloflts, nonscheduled 
Foreign currency holdings and short-term 

claims, not (increase (—)). 
Foreign capital (lines 44-48), net (increase in 

U.S. Liabilities (-)-)). 
Direct investments in the United States 
Other long-term investments 
U.S. privato short-term commercial and bro

kerage liabilities. 
U.S. Ooveramont liabilities other than interest-

bearing securities. 
U.S. Government nonmarketable medium-

term nonconvertlblo securities. 
U.S. Government nonmarketoble medium-

term convertible securities. 
Increase in sliort-tcrm oflicial and banking lia

bilities and In foreign holdings of marketable 
U.S. Government bonds and notes (decrease 

Increase (—) in monetary reserve assets, includ
ing gold, convertible currencies, and nVIFpobi-
tion. 

Reduction in monetary reserve assets and in
crease in liquid liabilities including U.S. Gov
ernment nonmarketable medium-term con
vertible securities (fines 49-61). 

Excluding increase in U.S. Government non-
marketable medium-term convertible securi
ties (lines 50 and 51). 

Errors and omissions and transfers of funds be
tween foreign areas (recolpla by foreign areas 
( - ) ) , net. 

Memorandum items: 
Increase in reported total foreign gold reserves 

and liquid dollar holdlngs.2 
Tlirough estimated net receipts from, or pay

ments ( - ) to, tho United States.' 
Through other transactions * 

' Revised. " Preliminary. na Not available. (») Less tlian $600,000. 
1. Tronsaotions with sliipping companies operating under tlie flag of tho Bahamas, Hon

duras, Liberia and Panama are included in "unallocated." 
2. Clianges In reported total gold reserves 0/ foreign banks and governments (including 

international orgonizutlons hut excluding tiie countries of tho Soviet bloc), net of convertible 
currencies held by U.S. monetary authorities, plus iltiuid claims on the United States plus 
net clianges in tlieir IMF position tlirough U.S. dollar transactions. 

3. For "All Areas" equals balance (witli reverse sign) of lino 23 (less net sales of gold by 
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Annual , Third and Fourth Quarters, 1962 and 1963 

of dollars] 

C a n a d a 

1002 

Year 

9, .186 

9,386 

3.880 
107 
430 

175 
3 

20 

470 
280 

(') 
1,609 
3,445 

102 
402 

49 
4 

304 

178 
35 

777 
777 

- 2 3 

- 2 3 

- 2 3 
-6.14 
- 6 3 4 
- 3 1 2 
-1.17 

00 
78 

- 3 0 
- 3 

116 

43 
60 
10 

- 5 

622 

- 1 9 3 

329 

329 

-969 

281 

-230 

I I I 

1,287 

1,287 

003 
20 

135 

46 
1 
0 

03 
70 

(•) 
1,324 

881 
20 

275 

14 
1 

76 

42 
10 

- 3 7 
- 3 7 
—7 

- 7 
- 1 

- 0 
- 1 6 1 
-164 
- 6 1 
- 4 1 

38 
3 

- 6 
- 1 0 8 

3 

3 

4 

- 1 3 
12 
0 

- 4 

590 

3 

599 

599 

- 3 9 8 

010 

201 

1 617| 418 

IV 

1,388 

1,388 

082 
28 
80 

48 
(•) 

4 

173 
73 

1.153 
899 
27 
80 

12 
1 

74 

48 
12 

2.15 
239 
- 7 

- 7 
- 1 

- 0 
- 2 0 3 
- 2 9 4 
- 1 6 0 
- 2 9 4 

23 
37 

- 8 
98 

1 

1 

39 

7 
23 

8 

1 

- 8 

249 

241 

211 

- 2 1 6 

200 

20 

234 

1003 

Y'car 

9,549 

5,649 

4,090 
102 
303 

173 
2 

18 

477 
313 

4,896 
3,051 

104 
513 

57 
5 

278 

191 
67 

693 
693 

- 2 9 

- 2 9 
- 6 

- 2 4 
- 7 7 1 
- 7 7 3 
- 2 9 7 
- 7 3 6 

100 
90 

17 
47 

2 

2 

21 

10 
16 

- 1 0 

- 1 

1 

126 

- 0 8 

67 

- 6 8 

29 

100 

80 

80 

I I I ' 

1,390 

1,350 

983 
28 

124 

44 
(.•) 

'3 

89 
79 

1,381 
931 
29 

280 

16 
1 

64 

40 
16 

- 3 1 
- 3 1 

- 7 

- 7 
- 1 

- 0 
36 
32 

- 3 8 
- 7 0 

15 
23 

- 2 5 
131 

4 

4 

- 2 

- 4 
(0 

3 

p - 1 

- 1 0 

- 1 7 

- 3 3 

- 3 3 

37 

- 1 3 

4 

- 1 7 

IV B 

1,535 

1,535 

1,105 
25 
07 

47 
1 
4 

109 
87 

1,230 
982 
25 
85 

13 
2 

,18 

51 
14 

309 
305 
- 7 

- 7 
- 1 

- 0 
84 
84 

- 1 0 4 
- 2 6 

30 
29 

- 1 1 
105 

23 

0 
8 
8 

1 

( ' ) -

- 1 2 0 

17 

- 1 1 2 

- 1 1 2 

- 2 9 3 

- 7 0 

- 4 0 5 

335 

La t in . \n icr lcan republics 

1002 

Year 

5.263 
81 

5.182 

3,201 
235 
307 

287 
30 
10 

702 
136 
113 

4,387 
3,460 

140 
477 

110 
73 
70 

31 
9 

870 
795 

- 3 5 3 

- 2 7 2 
- 7 8 
- 8 1 

- 1 7 0 
- 1 8 

- 7 2 7 
- 2 2 7 

32 
- 1 0 2 

5 
- 1 3 

- 3 8 
- 1 1 1 
- 5 0 0 
- 0 2 0 

179 

-.10 

105 

0 
- 2 1 

10 

104 

124 

- 1 7 5 

- 5 1 

- 5 1 

150 

- 1 1 4 

09 

- 2 1 3 

I I I 

1,287 
13 

1.274 

800 
69 
88 

77 
10 
3 

171 
35 
26 

1.038 
788 
39 

130 

34 
18 
20 

7 
2 

249 
236 

- 7 7 

- 6 4 
- 1 0 
- 1 3 
- 4 4 

- 4 
- 1 2 0 

1 
18 

« 
3 

- 2 

- 4 1 
23 

- 1 2 1 
- 1 1 8 

36 

- 3 8 

29 

- 2 
10 

21 

- 1 1 0 

- 9 

- 1 2 9 

- 1 2 5 

44 

- 1 0 0 

- 8 1 

- 8 8 

I V 

1.3.14 
17 

1,317 

817 
01 
70 

72 
10 
0 

212 
30 
33 

1,109 
874 

42 
116 

20 
20 
10 

8 
2 

225 
208 

—96 

- 7 9 
- 2 0 
- 1 7 
- 4 0 

- 4 
- 2 2 6 
- 1 2 7 
- 2 2 
- 8 3 

(') 
- 1 1 
105 

- n o 
- 9 9 

- 1 4 8 
47 

2 

47 

3 
- 0 

4 

40 

182 

- 8 4 

98 

98 

- 4 8 

80 

60 

30 

1003 

Year 

na 
n a 

5,238 

3,221 
277 
347 

208 
46 
17 

787 
140 
127 

4,545 
3,531 

146 
540 

102 
81 
82 

62 
11 

na 
693 
na 

- 3 8 0 
- 1 0 4 

n a 
- 2 5 5 
- 2 1 

- 9 3 1 
- 1 5 4 

- 7 8 
- 3 5 

1 
11 

44 
- 0 7 

- 3 7 7 
- 5 5 3 

210 

33 
- 7 3 

14 

- 2 0 
35 

- 2 7 

20 

(') 

050 

- 3 2 

627 

027 

- 4 2 3 

048 

201 

444 

I I I ' 

1,278 
"O 

1.269 

771 
70 
94 

70 
11 

"•1 

187 
30 
23 

1.147 
871 
38 

148 

30 
21 
23 

13 
3 

131 
122 

- 9 7 

- 8 8 
- 1 8 
p - 0 
- 0 0 
- 4 

- 1 0 1 
- 6 0 

50 
- 2 3 
W 

2 

18 
- 0 7 
- 5 1 
- 8 0 

34 

4 
- 3 

17 

- 1 2 
11 
3 

P l 5 

147 

10 

163 

163 

- 1 1 3 

158 

50 

108 

IV !• 

n a 
na 

1,371 

849 
74 
80 

70 
12 
2 

200 
38 
40 

1,171 
922 
33 

128 

28 
20 
22 

15 
3 

nu 
200 
na 

- 9 7 
- 1 8 

na 
- 7 4 
- 6 

- 1 4 8 
- 1 2 3 
- 1 2 4 

" • ( - ) • 

6 

33 
- 3 7 
- 2 5 

- 1 4 9 
103 

21 

- 2 0 

- 2 
- 1 

- 1 0 

- 7 

120 

3 

132 

132 

- 6 7 

175 

06 

110 

J a p a n 

1002 

Year 

1,859 

1,859 

1,607 
00 
13 

04 
0 

24 

20 
78 
16 

1,890 
1,368 

70 
60 

4 
7 

370 

10 
15 

- 3 1 
- 3 1 
- 3 0 

- 3 0 
- 2 1 

- 3 
- 0 

- 5 7 2 
- 9 1 0 
- 5 3 

- 1 0 1 
4 

- 2 3 

- 1 0 3 
- 2 4 0 
- 5 6 
- 0 8 

39 

3 

10 

24 
1 

- 1 5 

(') 

505 

505 

505 

118 

606 

023 

- 1 1 8 

i n 

425 

429 

337 
24 
5 

23 
2 
6 

7 
19 
3 

916 
382 

18 
13 

1 
2 

94 

2 
4 

- 9 1 
- 9 1 
- 7 

- 7 
- 6 

- 1 
- 1 

- 7 5 
- 5 8 
—5 

—18 
3 

- 1 1 

- 3 3 
36 

- 1 7 
- 2 3 

3 

3 

14 

5 

8 

1 

134 

134 

134 

25 

131 

169 

- 2 6 

IV 

473 

473 

383 
23 
3 

25 
2 
4 

7 
21 

6 
488 
360 

10 
15 

1 
2 

97 

2 
6 

- 1 5 
- 1 5 
- 9 

- 9 
- 0 

- 1 
- 2 

- 1 4 1 
- 1 1 9 

- 2 0 
- 2 5 

1 
- 4 

- 3 0 
- 2 9 
- 2 2 
- 2 9 

7 

« 
- 1 0 

0 
(') 
- 1 8 

- 1 

138 

138 

138 

37 

138 

176 

- 3 7 

1003 

Year 

2,214 

2,214 

1,798 
108 
20 

97 
7 

24 

22 
107 
31 

2,066 
1,497 

77 
62 

4 
11 

370 

31 
24 

148 
148 

- 2 8 

- 2 8 
- 2 0 

- 1 
- 7 

- 8 8 8 
- 8 3 3 

- 8 0 
- 1 0 6 

1 
- 2 0 

- 1 3 7 
- 4 2 3 

- 9 9 
- 9 3 

01 

- 2 3 

- 9 6 

- 2 6 
1 

- 2 7 

- 6 

269 

299 

259 

969 

269 

824 

- 6 0 6 

1 1 1 ' 

699 

9.19 

449 
29 
0 

24 
2 

" 6 

7 
20 
11 

654 
413 
20 
14 

1 
2 

on 
8 
0 

5 
5 

- 8 

- 8 
- 6 

- 1 
- 2 

- 9 3 
- 9 7 
- 1 7 
- 6 2 

- 6 

- 3 0 
10 
4 

- 0 
12 

i 
- 1 2 

3 
(') 
- 1 3 

i>—2 

70 

76 

76 

32 

70 

108 

- 3 2 

I V B 

629 

029 

610 
28 
5 

25 
1 

10 

5 
30 

0 
633 
303 

17 
10 

1 
3 

88 

8 
7 

96 
U6 

- 6 

- 6 
- 5 

(') 
- 1 

- 3 8 4 
- 3 8 7 
- 2 2 
- 5 

(') 
4 

- 0 9 
- 2 9 5 

3 
- 3 

0 

(•) 
- 1 2 

- 3 
(') 
- 6 

- 4 

09 

09 

69 

237 

09 

300 

-237 

All other c o u n t r i e s ' 

1002 

Year 

7,548 
832 

0,716 

4.555 
284 
07 

256 
81 
42 

1,234 
70 

122 
4,481 
3,187 

170 
204 

10 
124 
006 

30 
10 

3,007 
2,2.15 

- 2 , 4 7 9 

- 1 . 6 1 7 
- 2 1 6 
- 8 3 2 

- 1 . 3 5 0 
- 7 0 

- 1 , 4 4 6 
- 4 0 7 
- 3 4 8 
- 1 3 7 

31 
1 

14 
32 

- 1 , 0 3 9 
-1 ,004 

162 

- 1 8 7 

- 4 2 

- 3 
- 1 0 
- 2 1 

1 

42 

90 

132 

132 

768 

420 

90O 

- 4 8 0 

111 

1,741 
07 

1,644 

1.131 
73 
27 

63 
21 
13 

205 
10 
32 

1,129 
700 
46 
07 

2 
30 

175 

9 
6 

612 
515 

- 4 9 5 

- 3 9 8 
- 6 4 
- 9 7 

- 3 2 0 
- 1 8 

- 2 3 6 
37 

- 4 2 
- 2 0 

4 
- 0 

55 
55 

- 2 7 3 
- 2 8 0 

31 

- 1 8 

- 1 5 

_ 2 
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additional investments averaging $2 
billion per year in 1962 and 1963. 

Private capital movements—General 
developments 

The outflow of U.S. capital, which 
had started to rise in the last quarter 
of 1962, continued that increase in the 
first half of 1963, reaching a total of 
about $2,660 million in that period. 
The rise was largely in new issues of 
foreign securities, but direct invest
ments were also up and so were long-
and short-term bank loans, as well as 
investments of corporate funds in 
foreign, particularly Canadian, banks. 
To stem the outflow of capital, the 
President proposed in the middle of 
July the enactment of an interest 
equalization tax on purchases of foreign 
securities to be effective generaUy as 
of the following day for purchases of 
outstanding secm-ities and for purchases 
of new issues which were arranged after 
that date. In addition the ceiling on 
interest rates on time deposits was 
raised, and the discount rate was 
increased; these measures made it 
possible for the rates on short-term 
Treasury bifls and on private negotiable 
obligations with comparable liquidity to 
go up. 

The capital outflow dropped to about 
$1,420 million during the second half 
of the year—although this period still 
included the sales of some new issues 
which had been arranged for earlier. 
The decline was mainly in the thii-d 
quarter, however. In the fourth 
quarter capital outflows—after allow
ance for seasonal changes—increased 
again to about $950 million, which 
was about as high as the quarterly 
average during the years 1960 to 1962. 
About $390 million of the $470 miUion 
rise between the two quarters was in 
direct investments. 

For the year as a whole the net 
outflow of U.S. private capital was 
about $4,080 million, $810 million more 
than in 1962 but still less than in 
the previous peak year of 1961. 

Inflows of foreign private funds for 
investment in other than liquid assets 
were about $240 million up from 1962, 
as a result of increased pm'chases of 
U.S. secm-ities. Inflows of foreign 
capital for direct investments in the 
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United States were somewhat smaller 
than in 1962. 

Both U.S. investments in foreign 
securities (new issues) and foreign 
purchases of U.S. securities were in
creased in the second quarter by about 
$100 miUion as a result of transactions 
closely linked to each other. 

The debit balance for the combina
tion of U.S. capital outflows and 
foreign capital inflows was about $3,690 
miUion, or $570 miUion higher than in 
1962. 

Major types of capital transactions 

U.S. direct investments abroad for 
the year as a whole were about $1,800 
mUlion, as compared with $1,560 mil
lion in 1962. The outflow was rela
tively large in the first half of the 
year. In the third quarter the outflow 
dropped sharply, but that decline was 
nearly compensated by a rise in the 
fom'th. 

The large shift in direct investment 
capital outflows from the third to the 
fourth quarter even after seasonal 
adjustment reflected a change from a 
short-term cash inflow from continental 
Europe in the third quarter to an 
outflow in the fourth. Another factor 
was a large cash outflow to Venezuela, 
considerably higher than in the fourth 
quarter of 1962. The change may be 
associated with tax payments and 
seems to be reflected in official doUar 
balances held by that country. 

Direct investments in the fourth 
quarter were also raised by a higher rate 
of permanent investment in manu
facturing and petroleum companies, 
including about $40 mUlion spent to 
acquire existing Euroi^ean companies. 

Although direct investment capital 
flows varied sliarply between quarters, 
the overall rise in 1963 would correspond 
to the projected increase in plant and 
equipment expenditures of the foreign 
enterprises, as reported by the U.S. 
parent companies early in the year.* 

Net purchases of foreign securities, 
both newly issued and outstanding (ex
cluding the special transaction in the 
second quarter mentioned above) were 
not much higher in 1963 than in 1962. 
During 1963, they declined, however. 

1 Survey of Current Business, October 1003. p . IB. 
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from about $900 miUion in the first 
half (which was nearly twice the 1962 
rate) to about $100 miUion in the 
second. Purchases of newly issued 
securities dropped—after seasonal ad
justment—from a quarterly average of 
$430 million in the first half of the year 
to $218 mUlion in the third quarter and 
$115 million in the fourth. 

Transactions in outstanding securities 
shifted from net purchases of about 
$110 mUlion in the first haU of 1963 to 
net liquidations of $150 mUlion in the 
second half. The net liquidation of 
foreign equity securities in the fourth 
quarter was about $100 miUion, with 
continued net selling of Canadian 
stocks and sizeable selling of European 
stocks in contrast to large net jjurchases 
through August. The shift from net 
purchases to net sales probably was 
stimulated by the relatively buoyant 
situation of the U.S. stock market, as 
well as by the interest equalization tax 
proposal. 

There was also a substantial shift 
from 1962 to 1963 in investments by 
nonfinancial corporations of funds in 
foreign time deposits and other short-
term receivables. In 1962 their hold
ings of such assets increased by $266 
mUlion whUe in 1963 they were reduced 
by $70 million (table 3). New in
vestments in such assets were stUl 
large during the first half of 1963, but 
the movement was reversed sharply 
during the second half when over $200 
miUion of such assets were liquidated. 
Both the outflow in 1962 and early 
1963 and the subsequent inflow aft'ected 
mainly U.S. dollar assets held in 
Canada. This change in movements 
during 1963, which exceeded the usual 
seasonal shifts of funds, may be related 
to the higher earning opportunities for 
relatively liquid investments in the 
United States following the rise in 
interest pajmients on such assets in 
the middle of the year. Longer term 
corporate loans were also reduced, par
ticularly in the fourth quarter, when 
more than $150 mUlion of credits 
appeared to have been shifted to U.S. 
commercial banks. 

The largest rise in capital outflows 
in 1963 was in bank credits, both in 
medium-term credits with a contractual 
maturity of over one year and in short-

i-f 
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term loans some of which are made on 
a revolving basis and de facto are 
frequently extended for periods ex
ceeding 1 year. The total for the year 
(without the apparent shift of out
standing loans from commercial con
cerns) was about $1,280 mUlion, of 
which about $580 million were medium-
terra loans. In 1962 total bank credits 
were less than $400 million, including 
not quite $120 million in medium-term 
credits. 

The rise in medium-term bank credits 
started in the second quarter of the year 
(before the interest rate equalization 
tax was proposed) but it accelerated 
during the second half even after taking 
account of the more than $150 miUion 
apparently sliifted from commercial 
concerns. The short-term bank credits 
followed the same pattern (particularly 
if a very short-term loan to Europe of 
about $100 mUlion extended at the end 
of June and repaid early in July is 
disregarded). With these adjustments 
and allowance for seasonal variations, 
bank credits in the first half of 1963 
were about $500 mUlion and in the 
second half, about $780 million. 

The net increase in medium-term 
bank loans for the fourth quarter was 
$459 miUion ($415 mUlion after seasonal 
adjustment), nearly all in December, 
but this included the credits apparently 
taken over from commercial flrms. 
The loans were extended to several 
European countries, as well as to a num
ber of Latin American countries, and 
Japan. 

Short-term credits by U.S. banks 
shifted abruptly from a net liquidation 
of about $100 million in the third 
quarter to net extensions of $490 mUlion 
in the fourth. A major part of the 
shift was seasonal and it also resulted 
from large credits provided to Japan. 
In the fourth quarter these credits were 
$275 mUhon, and foUowed over $100 
mUhon in credits extended during the 
second quarter (see table 3). Other 
credits were mainly to Latin America 
and other less developed countries. 
Some increase occurred also in credits 
to Canada (offsetting in part the return 
flow of corporate funds), but new 
lending to the major financial centers 
in Eurpoe continued to be relatively 
small. 

S u m m a r y 

The improvement in the balance of 
payments during 1963 reflects in part 
favorable changes in the more basic 
economic relationships between this 
country and the rest of the world, 
measures taken by the Government, 
and some developments which may 
have only temporary significance. 

The change in these relationships 
seems to have been reflected mainly in 
merchandise trade, and perhaps some 
of the capital movements. I t seems to 
be based on the rapid rise in living 
standards in most of the otlier indus
trialized countries and some improve
ment in investment opportunities here. 
The rise in exports seems to have been 
somewhat more than what could be 
expected from past experience. The 
additional exports—particularly to the 
other industrialized countries—appear 
to have been in agricultural and to 
a lesser extent in consumer goods. At 
the same time our other exports, par
ticularly in industrial materials and 
machinery, rose as foreign business 
activity expanded. 

In addition to these developments 
we had the beneflt of e.xceptionally 
high exports of agricultural goods 
which may be attributed to strictly 
temporary factors. 

Imports, while also expanding, moved 
up somewhat slower than in earlier 
periods of rising business activity, but 
the lesser rise was mainly in imports 
from the less developed countries, some 
of whom spend a relatively large part 
of theii' exports earnings in the United 
States. The longer run balance of pay
ments eft'ect of the relatively slower 
rise in imports, therefore, may not be 
as large as the relatively slow import 
rise itself may suggest. 

Government measures to reduce ex
penditm-es and increase receipts abroad 
resulted in a drop in mUitary expendi
tures and an increase in foreign orders 
for military equipment which should be 
followed by an increase in shipments. 

The large change during the year was, 
of course, in capital outflows, particu
larly in net purchases of foreign securi
ties. Dm-ing the first half of the year 
these transactions included large 

amounts of Canadian issues which were 
not expected to continue at that rate. 
There were also indications, hfswever, 
that new issues of otlier countries would 
continue to rise. The proposed interest 
equalization tax provided a barrier to 
such new issues and also resulted in a 
change from net purchases to net sales 
of other foreign securities. This change, 
however, may also have reflected im
proved investment opportunities in 
domestic securities. An important shift 
also occurred in the flow of corporate 
funds—not related to direct invest
ments—from net acquisitions of foreign 
assets in 1962 and the first half of 1963 
to relatively large liciuidations during 
the latter part of the year. This shift 
may reflect the rise in interest rate on 
relatively liquid assets in the United 
States. 

Even with these improvements, the 
outflow of U.S. capital—^which basically 
reflects the larger supplies relative to 
demands here than abroad—remained 
large, particularly through direct in
vestments and bank loans, which in
creased substantially during the year. 

The renewed rise of capital outflows 
in the fourth c^utxrter api^ears to reflect 
deeper lying economic relationships as 
well as temporary diversions from 
longer-run trends. The exceptionally 
sharp rise in direct investments may be 
in the latter category, and this may also 
apply to part of the rise in bank loans. 
On the other side, however, was the 
exceptionaUy large return of funds from 
Canadian banks. This would suggest 
that omitting temporary fluctuations 
capital movements in the fourth c[uarter 
may iiave been somewhat but not much 
below the actual figures, but perhaps by 
as much as one-third under the rate in 
the first half of the year. 

Abstracting from the temporary de
velopments, and from the "special" 
Government transactions that have 
been reviewed, it would seem, that the 
balance during the latter part of 1963 
was improved and probably broke out 
of the range of adverse balances be
tween $3 to $4.5 bUlion experienced be
tween 1958 and the first half of 1963. 
This improvement, whUe significant, 
was not quite as large, however, as the 
actual transactions may suggest. 


